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FEDERAL HOME LOAN BANK BOARD
Accounting for Uncollected Income is the subject of a final rule recently adopted
by the Board (see the 10/19/83 Fed. Reg., pp. 48455-56). This final rule
announces the amendment of FHLBB regulations on accounting for uncollected
income by institutions using the accrual basis of accounting to prepare finan
cial statements and reports to the Federal Savings and Loan Insurance Corpora
tion. Current regulations require that all earned but uncollected interest
on conventional loans be classified as uncollectible if any portion is due
but uncollected for more than 90 days. This revision will provide greater
flexibility on the part of management to determine when earned but uncollected
income on conventional loans should be classified as uncollectible. For
further information contact James Satterfield at 202/377-6399.
SECURITIES AND EXCHANGE COMMISSION
The Commission is proposing for comment revisions to Rule 12h-3 under the Securi
ties Exchange Act of 1934 that would extend the immediate suspension of the
Section 15(d) reporting obligation (see the 10/18/83 Fed. Reg., pp. 48245-49).
Under the proposal, the Section 15(d) reporting obligation would be suspended
for any class of securities held of record: by less than 300 persons, or by
less than 500 persons where the total assets of the issuer have not exceeded
$3 million on the last day of its three most recent fiscal years; or in the
case of a foreign private issuer, by less than 300 persons resident in the U.S.
or by less than 500 persons resident in the U.S. where the total assets of the
issuer have not exceeded $3 million on the last day of the three most recent
fiscal years. The proposed revisions would make the conditions and procedures
for effecting such suspension the same for all issuers. All issuers, whatever
the source of their reporting obligation, would be permitted under the proposed
rule to discontinue their filings immediatly upon meeting the specified thres
holds and other conditions of the rule. The Commission also is proposing a
new simplified form for reporting such suspension. Comments are requested
by 12/5/83. For additional information contact William F. Toomey at 202/272-2573
SEC Rule 415, the so-called "shelf registration rule," has reduced the cost of
issuing stock by 29 percent when compared to conventional registration and
sale procedures, according to information recently prepared by the SEC's
Chief Economist. Rule 415, originally issued as experimental and on a tem
porary basis, has had its life extended by SEC action until 12/31/83. Some
critics of this Rule, including SEC Commissioner Barbara S. Thomas, believe
that acceleration of the registration process for issuers reduces the oppor
tunity for underwriters to meet their responsibilities with respect to ade
quate disclosure for the investors. In addition, recent studies have indi
cated that an overwhelming percentage of "shelf-registration offerings" have
been managed by 5 to 7 of the nation’s largest underwriting firms, a concen
tration which critics believe will eventually harm the overall capital raising
mechanism for all but the largest issuers. The SEC is planning to decide,
sanetime in November, whether to further extend the life of Rule 415, modify,
or rescind it.
Revisions to a rule known as the information supplying exemption for foreign
securities were recently adopted by the Commission (see the 10/14/83 Fed.
Reg., pp. 46736-40). Currently, foreign private issuers whose securities
are not trading on one of the national securities exchanges are exempt from
registration with the Commission. The rule has been revised so that exemp
tion will no longer be available to foreign issuers whose securities trade
on NASDAQ (the automated quotation system of the National Association of
Securities Dealers). The Commission will "grandfather" foreign private
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issuers will be grandfathered for two years and all other foreign issuers
will be grandfathered indefinitely. However, no additional foreign equity
securities can begin trading on NASDAQ unless they are registered with the
Commission. The rule is effective as of 10/14/83. For additional informa
tion contact Carl Bodolus at 202/272-3246.
TREASURY, DEPARTMENT OF

Procedural details of a new nationwide program to identify and investigate
abusive tax shelters were released by the Internal Revenue Service (IRS)
on 10/19/83. According to the IRS, letters can be sent to investors advising them that their income tax returns will be examined if they claim
deductions and/or credits for investing in particular tax shelters. Until
recently, the IRS efforts to identify and investigate abusive tax shelters
were made after investors filed their tax returns. However, in 10/4 remarks
at the annual meeting of the AICPA in Minneapolis, IRS Commissioner Roscoe L.
Egger, Jr., announced a new direction in the agency’s efforts to reverse the
growing trend in abusive tax shelter investments (see the 10/10/83 Wash. Rpt) .
Under the new program, each IRS district will designate a coordinator to
gather information on premotions being marketed and will establish a committee
to review information gathered by the coordinator. After analyzing the promo
tions for involvement of a potentially abusive tax shelter, the IRS will assign
to revenue agents those cases selected for further investigation to determine:
whether the promoter penalty provided in section 6700 of the Internal Revenue
Code is applicable; whether there is a basis for concluding that the investors
will fail to comply with the law if they claim the benefits represented by
promoters, or, whether injunctive relief should be sought. The IRS will ad
vise promoters by letter that it is considering penalty and injunctive action
as well as the issuance of pre-filing notification letters to investors. If
the IRS concludes that any of these actions are appropriate, promoters will be
offered an opportunity to meet with IRS representatives to present facts and
legal arguments. A district director's approval must be obtained before the
IRS asserts penalties, seeks injunctive relief and/or issues pre-filing noti
fication letters. Complete details on the new program are in Revenue Proce
dure 83-78, scheduled to be published in Internal Revenue Bulletin No. 198343, dated 10/24/83.
Proposed regulations relating to the treatment of income earned abroad by
citizens or residents of the U.S. will be the subject of an IRS public
hearing (see the 10/17/83 Fed. Reg., pp. 47010-11). The hearing will be
held 11/15/83 at 10 a.m. in the IRS auditorium. Outlines of oral comments
must be submitted 11/1/83 to the Commissioner of Internal Revenue. The
subject of the hearing is proposed regulations under section 119,911, and
3401 of the IRC, and was published in the 7/20/83 Federal Register. For
additional information contact Lou Ann Craner at 202/566-3935.
Regulations allowing a deduction from the estate or gift taxes for transactions
in which a work of art is contributed to charity but the copyright relating
to the work of art is retained by the donor have been proposed by the IRS
(see the 10/21/83 Fed. Reg., pp. 48837-39). The proposed regulations, im
plementing 1981 tax act provisions, provide that a work of art and its copy
right will be treated as separate properties. The tax code does not allow a
deduction from the gift tax or estate tax for a charitable contribution
unless all interests in the property contributed are simultaneously transferred
to a single charity. Since current rules provide that a work of art and
the copyright interest relating to the work of art are separate interests in
the same property, no deduction is available where the art is donated to
charity but the copyright is retained. The proposed rules would be effective

-3for donations from estates of decedents dying after 12/31/81 and for gifts
made after that date. They do not affect the treatment of contributions for
purposes of the deduction available under income tax rules. Comments are re
quested by 12/20/83. For additional information contact Robert Coplan at
202/566-3287.
The annual interest rate charged on tax underpayments and paid on overpayments will
remain at 11 percent, according to a recent IRS press release, IR-83-126.
The rate on the underpayment of individual and corporate estimated taxes will
also continue at 11 percent. Internal Revenue Code section 6621(s) provides
for semi-annual adjustments of the rate and requires that any change in the
rate be established by 10/15 and 4/15 and be based on the average prime
interest rate for the six-month periods ending 9/30 and 3/31, respectively.
Hie Federal Reserve System has determined that the average prime interest rate
for the six-month period ending 9/30/83 was 10.56 percent. When rounding to
11 percent, there is no change in the average prime rate from the last deter
mination made. Accordingly, the interest rate established under section 6621
will continue to be 11 percent through 6/30/84. For additional information con
tact the Public Affairs Division at 202/566-4024.

For a d d i t i o n a l information, please contact Jim Kovakas, Gina Rosasco,
Nick Nichols or Kathee Baker at 202/872-8190.
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